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To the Council Members
K-State Research and Extension, Leavenworth County
Leavenworth, Kansas

We have audited the accompanying fund summary statement of regulatory basis receipts,
expenditures, and unencumbered cash balances of K-State Research and Extension, Leavenworth

County (the Extension), as of and for the year ended December 31, 2012 and the related notes to
the financial statement.

Management's Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement
in accordance with the Kansas Municipal Audit and Accounting Guide as described in Note 1 to
meet the financial reporting requirements of the State of Kansas. Management is also
responsible for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of the financial statement that is free from material
misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America, and the Kansas Municipal Audit and Accounting Guide. Those standards
require we plan and perform the audit to obtain reasonable assurance about whether the
financial statement is free of material misstatement.

An audit includes performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statement. The procedures selected depend on auditor's judgment,
including the assessment of the risks of material misstatement of the financial statement,
whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the entity's preparation and fair presentation of the financial
statement in order to design audit procedures that are appropriate in the circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity's internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statement.

We believe the the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinion.

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described more fully in Note 1 of the financial statement, the financial statement is
prepared by the Extension to meet the requirements of the State of Kansas on the basis of the
financial reporting provisions of the Kansas Municipal Audit and Accounting Guide, which is a
basis of accounting other than accounting principles generally accepted in the United States of
America.

The effects on the financial statement of the variances between the regulatory basis of
accounting described in Note 1 and accounting principles generally accepted in the United
States of America, although not reasonably determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the "Basis for Adverse
Opinion on U.S. Generally Accepted Accounting Principles" paragraph, the financial statement
referred to above does not present fairly, in conformity with accounting principles generally
accepted in the United States of America, the financial position of the Extension as of
December 31, 2012, or changes in financial position and cash flows thereof for the year then
ended.
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Opinion on Regulatory Basis of Accounting

In our opinion, the financial statement referred to above presents fairly, in all material
respects, the aggregate cash and unencumbered cash balance of the Extension as of December 31,
2012, and the aggregate cash receipts and expenditures for the year then ended in accordance
with the financial reporting provisions of the Kansas Municipal Audit and Accounting Guide
described in Note 1.

Report on Regulatory-Required Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the 2012 fund summary
statement of regulatory basis receipts, expenditures, and unencumbered cash balances (basic
financial statement) as a whole. The summary of regulatory basis expenditures - actual and
budget, and the individual fund schedule of regulatory basis receipts and expenditures - actual
and budget, are presented for analysis and are not a required part of the 2012 basic financial
statement, however are required to be presented under the provisions of the Kansas Municipal
Audit and Accounting Guide. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to
prepare the 2012 basic financial statement. The 2012 information has been subjected to the
auditing procedures applied in the audit of the 2012 basic financial statement and certain
additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the 2012 basic financial statement or
to the 2012 basic financial statement itself, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. 1In our opinion,
the information is fairly stated in all material respects in relation to the 2012 basic
financial statement as a whole, on the basis of accounting described in Note 1.

The 2011 actual column presented in the individual fund schedule of regulatory basis receipts
and expenditures - actual and budget is also presented for comparative analysis and is not a
required part of the 2011 basic financial statement upon which we rendered an unqualified
opinion on May 7, 2012. The 2011 basic financial statement and our accompanying report are not
presented herein, but are available in electronic form from the web site of the Kansas
Department of Administration, Office of Management Analysis and Standards at the following link
http://da.ks.gov/ar/muniserv/. Such 2011 comparative information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other
records used to prepare the 2011 basic financial statement. The 2011 comparative information
has been subjected to the auditing procedures applied in the audit of the 2011 basic financial
statement and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the 2011
basic financial statement or to the 2011 basic financial statement itself, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the 2011 comparative information is fairly stated in all material
respects in relation to the 2011 basic financial statement as a whole, on the basis of
accounting described in Note 1.

Kparer t Assocnres Cras LLC

Kramer & Associates CPAs, LLC
Leavenworth, Kansas
June 3, 2013



K- STATE RESEARCH AND EXTENSI ON, LEAVENWORTH COUNTY
SUMVARY STATEMENT OF RECEI PTS, EXPENDI TURES AND UNENCUMBERED CASH

REGULATORY BASI S
For the Year Ended Decenber 31,

2012

Add

Begi nni ng Prior vyear Endi ng encunbr ances
unencunber ed cancel ed unencunber ed and accounts Endi ng cash
Funds cash bal ance encunbr ances Recei pts Expendi t ur es cash bal ance payabl e bal ance
Governnental type funds:
General fund $ 204,604 $ - $ 292,761 $ 318,505 $ 178,860 $ - $ 178,860
Total reporting entity $ 204,604 $ - $ 292,761 $ 318,505 $ 178,860 $ — $ 178,860
Conposition of cash:
Checki ng $ 103,597
Savi ngs 75, 263
Total reporting entity $ 178,860

The notes to the financial statenent are an integral
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part of this statenent.



K- STATE RESEARCH AND EXTENSI ON, LEAVENWORTH COUNTY
NOTES TO THE FI NANCI AL STATEMENT
For the year ended Decenber 31, 2012

1. Summary of significant accounting policies

a.

Reporting entity

K-State Research and Extension, Leavenworth County (the Extension), in
cooperation with Kansas State University, provides technical assistance,
informati on and education that inproves famly, farm and comunity life.
The Extension is governed by a nine-menber Executive Board elected by the 24
publicly elected nmenbers of the Leavenworth County Extension Council. The
Extension is a separate legal entity from Leavenworth County and managenent
has determined that the Extension is a related municipal entity of
Leavenworth County, Kansas.

Basi s of accounting

1. Regulatory basis of accounting and departure from accounting principles
generally accepted in the United States of Anmerica

The Kansas Municipal Audit and Accounting Quide (KMAAG regulatory basis
of accounting involves the recognition of cash, cash equivalents,

mar ket abl e investnents, and certain accounts payable and encunbrance
obligations to arrive at a net unencunbered cash and investnents bal ance
on a regulatory basis for each fund, and the reporting of changes in
unencunbered cash and investnents of a fund resulting from the difference
in regulatory basis revenues and regul atory basis expenditures for the
fiscal year. Al recognized assets and liabilities are measured and
reported at cost, unless they have been permanently inpaired and have no
future cash value or represent no future obligation against cash. The
KMAAG regul atory basis does not recognize capital assets, |ong-term debt
accrued receivables and payabl es, or any other assets, liabilities or
deferred inflows or outflows, other than those nentioned above.

The Extension has approved a resolution that is in conpliance with K S A
75-1120a(c), waiving the requirenent for application of generally
accepted accounting principles and allowi ng the Extension to use the
regul atory basis of accounting.

Regul atory basis fund types

In governnental accounting, a fund is defined as an independent fiscal and
accounting entity with a self-balancing set of accounts recording cash

bal ances and changes therein, which are segregated for the purpose of
carrying on specific activities or attaining certain objectives in
accordance with special regulations, restrictions or limtations.

The follow ng type of fund conprises the financial activities of the
Extension for the year ended Decenber 31, 2012:

1. CGovernnental funds

a. CGeneral fund - the chief operating fund. Used to account for all
resources except those required to be accounted for in another fund.




1. Summary of significant accounting policies (continued)

C.

Cash and investnents

Cash consists of checking and savings accounts.

Cash balances in all funds are considered in determning the anmount to be
invested and further, unless specifically designated, all investnent incone
is credited to the general fund

Inventories and prepaid expenses

Inventories and prepaid expenses which benefit future periods are recorded
as an expenditure during the year of purchase, as required by state
st at ut es.

Ad Val orem tax revenue

The determination of assessed valuation and the collection of property taxes
for all political subdivisions in the State of Kansas are the responsibility
of the various Counties. The County Appraiser annually determ nes assessed
valuation and the County derk spreads the annual assessnment on the tax
rolls. In accordance with Kansas statutes, property taxes levied during the
current year are a revenue source to be used to finance the budget of the
ensuing year. One-half of the property taxes are due Decenber 20th, prior
to the fiscal year for which they are budgeted, and the second half is due
May 10th. The Extension draws available funds from the County at designated
ti mes throughout the year.

2. Stewardship, conpliance, and accountability

a.

Budgetary information

The budget for the Extension is submitted to and beconmes part of the budget
for Leavenworth County, Kansas. Al statutory requirements for publication,
public hearings and adoption of the final budget are acconplished for the
Extension as part of the budget process of the County. The Extension
interlocal is exenpt from the budget law (K S. A 79-2935)

The statutes allow for the governing body to increase the originally adopted
budget for previously unbudgeted increases in revenue other than ad val orem
property taxes. To do this, a notice of public hearing to amend the budget
must be published in the |ocal newspaper. At |east 10 days after
publication, the hearing may be held and the governing body may amend the
budget at that tine. There were no such budget amendnents for the year
under audit.

The statutes permt transferring budgeted anobunts between line itens within
an individual fund. However, such statutes prohibit expenditures in excess
of the total anount of the adopted budget of expenditures of individual
funds. Budget conparison schedules are presented for each fund show ng
actual receipts and expenditures conpared to legally budgeted receipts and
expendi t ures.



2.

St ewar dshi p, conpliance, and accountability (continued)

a. Budgetary infornmation (continued)

Al legal annual operating budgets are prepared using the regulatory basis
of accounting, in which, revenues are recogni zed when cash is received and
expendi tures include disbursenments, accounts payable, and encunbrances, wth
di sbursenents being adjusted for prior year's accounts payable and

encunbr ances. Encunbrances are commtnents by the Extension for future
paynents and are supported by a document evidencing the commtnent, such as
a purchase order or contract. Any unused budgeted expenditure authority

| apses at year-end.

Annual budgets are adopted by the Executive Board and are approved by the
Leavenworth County Commission. Oiginal appropriations are nodified as
necessary and all significant changes are approved by the Executive Board.

b. Conpliance w th Kansas Statutes

Managenent is not aware of any statutory violations for the period covered
by the audit.

Deposits and investnents

As of Decenber 31, 2012, the Extension had no investments.

K.S. A 9-1401 establishes the depositories which may be used by the Extension.
The statute requires banks eligible to hold the Extension's funds have a nain
or branch bank in the county in which the Extension is located, or in an
adjoining county if such institution has been designated as an official
depository, and the banks provide an acceptable rate of return on funds. In
addition, K S A 9-1402 requires the bank to pledge securities for deposits in
excess of FDI C coverage. The Extension has no other policies that would
further limt interest rate risk.

K S.A 12-1675 limts the Extension's investrment of idle funds to tine
deposits, open accounts, and certificates of deposit with allowable financial
institutions; U S. government securities; tenporary notes; no-fund warrants;
repurchase agreenents; and the Kansas Minicipal Investnent Pool. The Extension
has no investnent policy that would further linit its investnent choices.

Concentration of credit risk. State statutes place no limt on the anount the
Extension may invest in any one issuer as long as the investnents are
adequately secured under K S. A 9-1402 and 9-1405.

Custodial credit risk - deposits. Custodial credit risk is the risk that in
the event of a bank failure, the Extension's deposits nay not be returned to
it. State statutes require the Extension's deposits in financial institutions
to be entirely covered by federal depository insurance or by collateral held
under a joint custody receipt issued by a bank within the State of Kansas, the
Federal Reserve Bank of Kansas Gty, or the Federal Hone Loan Bank of Topeka.
Al deposits were legally secured at Decenber 31, 2012.



Deposits and investnents (continued)

At Decenber 31, 2012, the Extension's carrying anount of deposits was $178, 860
and the bank bal ance was $196,569. The bank bal ance was hel d by one bank
resulting in a concentration of credit risk. The total bank bal ance was
covered by federal depository insurance.

Custodial credit risk - investnents. For an investnent, this is the risk that,
in the event of the failure of the issuer or counterparty, the Extension will
not be able to recover the value of its investnents or collateral securities
that are in the possession of an outside party. State statutes require
investments to be adequately secured.

perating | eases

The Extension entered into a |ease agreement for its office facility on March
1, 2010. Terms of the lease included nmonthly payments of $300 for two years.
The | ease was automatically renewed for another two years in May 2011 and will
expire in February 2014. During 2012, rental expense under this |ease
agreement was $3, 600.

a. Future minimum rental paynents required under the operating |eases as of
Decenber 31, 2012 are as follows:

2013 $3, 300
Tot al $3, 300

R sk nmanagenent

The K-State Research and Extension, Leavenworth County is exposed to various
risks of loss related to torts; theft of, danmage to and destruction of assets;
errors and omi ssions; and natural disasters for which the Extension carries
comercial insurance. Settlenents of clainms did not exceed coverage in the
year ended Decenber 31, 2012.

Educati onal receipts and expenditures

Cash receipts and expenditures in this category represent fees collected for
specific services which require special equipnment or personnel such as soil
testing services and other educational services. None of these anounts
col l ected represent tax nonies.



7.

Defined benefit plan

a. Plan description

The Extension participates in the Kansas Public Enpl oyees Retirenent System
(KPERS), a cost-sharing multiple-enployer defined benefit pension plan as
provided by Kansas |law. KPERS provides retirenent benefits, life insurance,
disability incone benefits, and death benefits. Kansas |aw establishes and
anmends benefit provisions. KPERS issues a publicly available financial
report that includes financial statenents and required supplenentary
information. That report may be obtained by witing to KPERS (611 South
Kansas, Suite 100, Topeka, KS 66603-3869) or by calling 1-888-275-5737.

Fundi ng policy

K S A 74-4919 and K S. A 74-49,210 establish the KPERS nenber-enpl oyee
contribution rates. Effective July 1, 2009 KPERS has two benefit structures
and funding depends on whether the enployee is a Tier 1 or Tier 2 nmenber.
Tier 1 menbers are active and contributing menbers hired before July 1,

2009. Tier 2 nenbers were first enployed in a covered position on or after
July 1, 2009. Kansas |aw establishes the KPERS nenber-enpl oyee contribution
rate at 4% of covered salary for Tier 1 menbers and 6% of covered salary for
Tier 2 menbers. The enployer collects and remts nenber-enpl oyee
contributions according to the provisions of section 414(h) of the Internal
Revenue Code. Kansas |aw provides that the enployer contribution rate be
determ ned annually based on the results of an annual actuarial valuation.
KPERS is funded on an actuarial reserve bases. Kansas law sets a linitation
on annual increases in the contribution rates for KPERS enployers. The

enpl oyer rate established for cal endar year 2012 was 8.34% and for cal endar
year 2011 was 7.74%

The Extension's enployer contributions to KPERS for the years ending
Decenber 31, 2012, 2011, and 2010, were $3,478, $2,173, and $2, 370,
respectively, equal to the required contributions for each year as set forth
by the legislature.

O her post enpl oynent benefits

Under the Consolidated Omibus Budget Reconciliation Act (COBRA), the Extension
makes health care benefits available to eligible former enployees and eligible
dependents. Certain requirenments are outlined by the federal governnent for
this coverage. The premiumis paid in full by the insured. There is no cost
to the Extension under this program



Conpensat ed absences

Al regular enployees are eligible for annual |eave benefits in varying annua
armount s dependi ng upon years of service. Enployees are allowed to accunul ate
and carry forward a nmaxi num anount of annual |eave ranging from 144 to 240
hours depending on their years of service. Eligible part tine enployees
receive pro-rated annual |eave. Annual |eave is payable upon term nation of
enpl oynent, not to exceed the maxi mum accunul ati on.

Sick leave is accumulated to full tine enployees at the rate of 8 hours per
nonth. Eligible part tine enployees working nore than 1,040 hours per year
accunul ate sick leave on a pro-rated basis. Twenty percent of accunulated sick
| eave is payable upon term nation of enploynment. Retiring enployees who have
conpleted at |east eight years of service and have accurmul ated 800 hours or
nore of sick leave will be conpensated for a portion of that accunul ation,
depending on their years of service.

The Extension's policy is to recognize the costs of conpensated absences when
actually paid to enpl oyees
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SCHEDULE 1

K- STATE RESEARCH AND EXTENSI ON, LEAVENWORTH COUNTY
SUMVARY OF EXPENDI TURES - ACTUAL AND BUDGET
Regul atory Basis
For the Year Ended Decenber 31, 2012

Adj ust ment for

Expendi t ures
Oiginal qual i fying Total budget chargeable to Vari ance - over
Funds budget budget credits for conparison current year (under)
CGovernnental type funds:
General fund $ 408, 200 $ - $ 408, 200 $ 318, 505 $ (89, 695)
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K- STATE RESEARCH AND EXTENSI ON, LEAVENWORTH COUNTY
CGENERAL FUND*

SCHEDULE OF RECElI PTS AND EXPENDI TURES -

REGULATCRY BASI S

For the Year Ended Decenber 31, 2012

* This fund is not

(with conparative actual totals for the prior year

Cash receipts:

Appropriations - County
Kansas State University

Salaries paid directly to agents
Educati onal service fees

Interest and other incone

Total cash receipts

Expendi tures subject to budget:

Sal ari es

Pai d by Council

Paid by Kansas State University
Payrol | taxes and benefits
Printing, audit, and bond liability
Tel ephone
Rent, heat, and lights
Suppl i es, stationary, and postage
Equi pnent - auto
M scel | aneous
Travel
Subsi st ence

Educati onal services

Total expenditures subject to budget

Recei pts over (under) expenditures
Unencunber ed cash, beginning of year

Unencunbered cash, end of year

ACTUAL AND BUDCET

ended Decenber 31, 2011)

CQurrent year

SCHEDULE 2

Prior year Variance -
act ual Act ual Budget over (under)
$ 226, 287 $ 226,287 $ 226,287 $ -
49, 426 48, 785 49, 426 (641)
33,922 11, 861 90, 000 (78,139)
6, 164 5, 828 - 5, 828
315, 799 292, 761 $ 365,713 $ (72,952
126, 650 130, 503 $ 132,874 $ (2,371)
49, 426 48, 785 49, 426 (641)
37,697 58, 006 63, 000 (4,994)
6, 588 9, 696 7,500 2,196
4,793 4,827 4,900 (73)
9, 600 9, 935 16, 000 (6, 065)
8, 809 8, 470 10, 500 (2,030)
8, 849 16, 453 6, 000 10, 453
6, 748 7,045 - 7,045
8, 387 8, 038 12, 000 (3,962)
1,713 2,976 2,000 976
33, 822 13,771 104, 000 (90, 229)
303, 082 318, 505 $ 408, 200 $ (89,695
12, 717 (25, 744)
191, 887 204, 604
$ 204, 604 $ 178, 860
See Note 2a.

statutorily required to be budgeted.
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